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SURIECT: Dollars and Sense
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In my position as Asditor-in-Chisf UYTtire-fgemeyy-i-am. nADOnELBLS

for the audit of all accounts of the Agency to determine that all assets
are properly accounted for. I have the additional responsiblility o
recommend any changes in financial operations which, in my opinion, =&y
redound to the benefit of the hgericy. I also have the responsibllity,
which I believe should be shared by every employes of the Agency, of
bringing to the attention of the proper authorities any matters which X
think may improve Agency efficiency.

To perform my andit responsibilities, I have a group of accountants,
25X1A9a located in the I Pailding, of whichiINis in charge, to do the

detail anditing work. I set policies and exercise general supervision
over the operation of the audit office.

In the audlt of proprietary projscts I uee elther parsonnel of ¥r,
25X1A9%a B office, or where desirable for gover purposes, employees of eivi-
lian ammﬁing firms who have been cleared by Inspection and Security.
Decision as to whether our own personnal or a civilian firs would do the
sndit work on a particular project is made by & Committes composad of
representatives of the Comptrollier, the Audit Office, the Commercisl Divi-

sion, and the case offiecer involved in the particular project to be audited.

The case officer has the definite responsibility to determine whethar cover
will permit the audit by Agendy pemmglf or whether it is nescessary to

g

employ an outside suditor. -
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Efforts are now being made to decentralise the audit of Agemcy
operations to overseas commands so that a batt.er audit job can be done
and prompt corrective action taken on the spot when warranted. Auditors
are now in the Far East to start this decentralised audit u S00N a8
that overssas area is orgsnised so as to permit such auditing. It is
expected that certain decisions necessary to complete the decentralizss-~
tion of mdit will be made during NN vie1t here this
. _

‘!av to the subject of my talk, “Dollars and mﬁ.-v

Yesterdsy we inaugurated & new President of these United States, and
in view of what we heard during the late compalgn we may expact t.!:m; the
now sdministration will have a good look at the opsrations of all govern-
ment departments and agencies. The administration can be expected to
raappraise all Qovernment activities not énl;r as to their contiming
uins but as to value receivsd for sach dollar herstofore spsot. There-
fore, it may be well that we pause a while in our dally dutipa to do &
1ittle introspection., Can we stand the bright lights of inquiry? Has
mé use of owr dollars made gense: Have we been extravagant and wasteful?
These are questions that need answers and I hope to be of some help to
that end.

In the course of my duties as Auditor-in-Chief, I have had greater
opportunities to observe the policies, procedures, and operstions of the
Agency as a whole .t.han most of yo{z. ¥y lifelong experience and present
responsibilities netarally lead me to scrutinize the financiasl side of
operations to a greater extent than most of you.

What I have obaerved has not always been good and we merit criticlsm.

My talk today has the purpose of alerting you to dangers and hasards in
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the atti&udaa held by soms of you and to urge the development of a greater
sense of financial responsibility and a business-like attitude in plemning
and aarrying out your operations. As this is a family party I hope my
remarks will be accepted in the spirit in which I give them, i.e. an en-
deaver to be of help. |

First let ne ask——"Do we think thare is any difference batwesen the
dollar ws have eamed and may possibly have in our pockset and the taxpayers
dollar for which we as members of CIA, are responsible?

The dollar we own is ours to do with as we please; If we went to
waste it that is our business although our creditors may qualify that
:tatmni; Bat the dollars we control or manage for CIA is a ditfam
kind of dollar. It ism & dollar which carries with it & responsibdlity
that cannot lightly be ignored. It is the taxpayers dollar and we as
public servante are responsible fo;' its afficlent and Weal uss for
the purposes for which it was appropriated.

Bince I have been with the Agency I have seen and heard things that
convince me that we have not realized this responsibility to the taxpayers
and ss & result have wasted a lot of money. Some of this waste has been
unavoldable--the nature of our mrﬁ involves chance and risks, but a good
part of it has little defense. The unwarranted waste has been due to the
fact that we have not measured cost in car deiife to carry oul our mission
for had ws done so some projects would not have been attempted, some would
have besn sbandoned before large sams were expended thereon, and others
would have been more. efffcleitly administered: Therefore, let us first
telk os taxpayers. The Natlonal Debt in 1712 was §1,193,835,505. In 1940,
28 years later, the National Debt had been increased to $ii2 »9367,531,038,

and we fought a war during that period; and today in 1953, just 12 years
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later, it has reached the staggering total of approximately $270,000,000,000.
This latter figure represents a debt of approximately £.,800 for every man,
mn, and child in this country. It must be borne by ocurselves or our
posterity and with the presenti state of world affairs it would appear that
our decendente will have plenty of sdditional debt to liquidate. Fros B
- the figures hers showm, the bulk of this ¥ational Debt waz incurrad by the
ganeration wa hers represent and it is our raesponsibility to our children
and our children's children to make svery sffort to reduce that debt
materially or at least not to increase it.
But there 1s another facit of this matter which dould impel our atten~
tion aven mors than what I have just stated. "any of us hers today ars
in a position o know how serious is the possibility that ws may have
another major war and if we consider the increase in the ¥ational Debl as
a result of the late war and the possibility of a greater incressed cost
in the next war, we may well cmimphte tha collapse of our nation
sconomically and the loss of our prestigs as a world power. %o mach for
the national pletura,
¥e who are hars in this room help to set policy and supervise opera-
tions and in a great memsure arc responsibls for the efficient operations
of this Agency. The Director cannot be expacted te kmow everything that
goes on, Hs has his hands ru_fg. making mﬁar decisions, mesting hls dally
flow of visitors and attending many confersnces. His Deputies have
similar full-time mpamimities. They mast depend on us to see that
Agency programs are efficiently and economically administered.
T am proud that I have been permitisd to serve the Agency and I am
sure the rest of you feel the same way. I know you agree with xe that the
Agency 1s doing a very importanit job—a Uype of work that should be con-
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- of this Agency. COriticiem is growing daily. We as individzmls} may not
be mentioned in thase criticia@ but our loyalty to the Director, ocur
loyalty to CIA, and our loyslty to curselves should impel us to do every-
thing within cur power to prevent any possible actions which mey ba justly
subject to criticism. Loyalty to CIA and to ourselves demands that our
every effort must be to protect CIZ's record and our part in its aceom~
plistments.

During the late political contest the incoming administration claimed
that if efected they would reduce the cos?"a of government and reduce taxes.
They would accomplish this through a more efficient and more economicsl
adninistration of the varias departments and by sliminating overlapping
of fanctions., At the same time they would maintain a strong Yational
Defsnpe.

Receatly an article appearsd in the Hashington Ster written by Con-
stantine Brown under the title, "CIA is Due for Some Rig Changes." I
which he stated that CIA could not "justify the hundreds of millioms whieh
have been spent on its operations.® In a later article the sams writer
made comment to the effect that all goverument Azencies including CIA had
too many people overseas and indicated that they were living rather plush
lives. Wembers of Comgress recently returning from abroad have publically
made similar statesmente, I am surs that m&nyl members of Congress are going
to talre thess articles to hsart and are going to demand further information
on CIA oparations. R

| Under present tudget procedures only a féw menbers of a@gr&as know
how mach monay is appropriated annually for CIA and kzio'u what CIA does with
that monay, We have besn very fortunate in having fdends in controlling

positions in Congrass who have every confidemce in the Birsctor and who
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have made it possible for funds t- be apprepriated to meet our needs with

1little publicity. In ¢iew of the pomises of the new administration to

sffect sconomies and the recent highlighting of CIA operations by news-

paper columnists we cannot hope to escaps in the future s more drastis

review of our budget requirements and our opsrations. In view of this

fact, it appears necessary that each and every one of us do sverything
within our power to get our hoase in order how.

In my work I have found conditions which convince ms that our house
has not been in order, that we have not shown a proper eppreciation of the
taxpayers collar, that we have not shown good business sense in many of
our operations, in some cases we hove used the covert operations as an ex-
cn}se to live rather plush existances, and in genaral fimcal affairs have
recelved 1ittle attention,

Lat usg discuss a few of these items. Recently an Agency paper came
to my attention which argned that the anocunt of administrative detsil rge
quired of covert operating opersonnel was burdsnsome ard should he materially
reduced and in many cases eliminated. I concur in the wiew that Agency
administrative procedures can be materially simplifisd but this paper went
on to infer that in view of the fact that Agency personnel were peopls of
integrity they should not be questioned as to the use made of funds advanced
for their operations, I can agree that in many of our operations ws mast
accept the statements of the opsrators as a proper accoxting for funds bat
from some of the accounts I have ssen I fsel sure that convertne-s has beasn
used to excuse poor accounting and to cover Rems of extravagant and waste-
ful use of Ageney funds.

Let us appm@h the eabject from another angls. The people working

for CIA are men and women ' ability and some ainm to make government their
Approved For Release 2000/08/28 &EEP78-04718A000800310008-3
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- 1ife's work. They are smbitious and work conscientiously to improve their
position in the government servica. Eecent experience has shown that no
public servant is safe from attack when press headlines are sought or when
menbers of Congress, on receipt of missinformation or for other reasons,
unfaify critizes in the public press or on the fleoors of Congress psopls
in Government who have rendered loyal afficient service. The only real
defense agaimst sach unfalr charges is the written racord and I should
think that every man or woman who givee the mattier proper considerstion
should be most anxious that any expenditures they make be made & metter
of record in order to protect their future.

Amother example is that magy propristary projects have besn approved
and put into operation with absolutely no provision for a fiscal organisa~
tion or personnel trained in fiscal matbers.

The result of this hes boen that accounts have not been kept eurrent,
management has not hed proper financlal reports and inefficient cperations
have oecarred. Further, when auditors came to audit the accounts, it has
bean nscessary for the high priced auditors to do plain bookkeeping before
they conld aadit.

While some of these cases may be due to the Inabllity of the planning
officers Lo get the necessary trained personnel I am of the opinion that
in most csases the difficulty was a lack of appreciation of the need for
good fiscal management. MNany of the difficultise of this mature could
have been obviated had the Comptroller of CIX been called upon to develop
fiscal progedures and plans for a fiscal organisation for the project and
besn requested to furnish the personnel for sach fiscal erganization.
¥xisting regulations contemplate that such action be taiken.
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Some examples of failures in this respect follow:

1. 4 proprietary project with a headquarters in a southern city and
‘large operations overs.as was suthorised and stabed with ouly a chief
being provided but no [iscal procsdures or personnel were fumished him.

As @ result when the auditor came to audit the accounts he found the books
were not up to date and it was necessary for him to do the plain bookkeeping
Job of entering on the books almost a years transaciions before he could
stert his audit. The clerk who had been employed bty the project chief o

do this work did not understand the fundamenials of bookkeeping and
accounting. Yet six gonths later when an auditor returned to that same
station the acccunts were agsin found to be in chaotic condition and he
again had to spend time bringing the books up to date. Thers was one
improvement however, the clerk assigned t¢ do the bookkeeping stated that
he was then golng to night school to lsarn how to kesp books.

2. In another project in a city near Washington a headf:;gartam was
dsta‘bliahod with large overseas operations tut no fiseal procedures or
personnel were provided, After a yeur & firm of CPA's was employesd to
audit the acoounis. They alsc found the accounts here could not be audited
becauze the books were not up to date. This accouhding Iirm was employeed
to do the bookkeeping and to write procedures to be followed in the future.
It coai the Agency $3,000 for that work. Yot sixz months later when amther
accounting firm was alled on to audit the account it was found that the
books were again not in order. While these projects were cited as ‘examples
it car be stated that in asuditing Agency proprictary projects we-have-not.

3. There was another case involving a large overssas business opera—

IO8128 CIA-RDP78-04718A000800310008-3
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an individual was sslected for duty as Comptroller and ha employed iother
individuals as his sssistants. #e stated when he was given the job that
he was not qualified for it and results show that not only was he unguali-
Pied tat his assistants were equally ignorant of fisesl matters. ‘Within
leas than a year two of these sssistants committad fraud agains‘*. the Agency
involving a larps 1ses of fands. The accounts of this large !mssmeaa

antarnrise ware/ o.gfin a oritical siats and it will take some time yet
bofore thay can be brought into a reasonably failr conditien.

Y. In another rrojest, not proprietary, but invalving, over a million
danara sxpenditures, the project chief ’aﬂaxﬁ to render periodic zcocounts
for a poriod of almat two years. Aftsr mach pressure, and a larre smount
of work, and irritation by all concerned, he finally attempted to balance ,
his nc&nunta. Some aceointings ware made but a good part of his oparations
had no written evidence and thousands of dollars had to be cleared by his
mperiors and the Director on the basis that the diffdcult type of work
on which he had besn engagaed and the fact that his integrity was above
reproach warranted sach action. In my opinion had this operator had a
proper appreciation of his responsibvilities in hendling Agency fands he
would have taken appropriate action surrently to have sleared his acoount
and thus relieved himself of the serlous cmbarrassment which followed when
he tried to claar up iteme rrm memory a long time after the funds had
besn expended,

Thers 12 another general failure within tha Agency and that is a laek
of compliance with existing regulations. A lack of diseipline. Tirectives
are not fully followed and Ili_mi’ced azounts authorised for projects have
been exceeded withoui proper anthority. “perations for the sske of opura~
tions have been undertaken without a reasonsble balancing of cost against
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the mra lavishly a fiéid agent lives and expends on his agents and
opsrations the more likely he iz to be miccossful. I am of the opinion
that rarely is this true but rather it tends to destroy his cover, and B
tre motivations, and respect of his agents.

Recently I saw a paper prepared by the Finance Division listing over
tro pages of projects, involving one geographical ares, which had baen
started, and in some casas projact# had been completed, for which no fiscal
plan had been prepared ard as & result the Finance Division had no basis
for charging off expenses incurred. A similar condition exists in other
areas. The persons preparing the plans for these projects and those
approving them had made no provisions for acaounting for the fun's advansed.

I could go on citing other cases where failures to appreciate the
nesd for the economical use of Apency funds and the proper accounting
therefore had laid the Agency wide open to severe criticism should an
investigation be made by a committee of Congress. |

These axamples show a definite nead for stmnger_fiacel control withe
in the Agency. Such control can come exclusivaly by greater regulatory
control. OUonversely, it can be achieved by self discipline ani the whole-
sale development of a sense of financial responsibility. If it 3is neces-
sary to secure results by rigid control, fiscal regulations will tend to
become restrictive and inflexible. Woreover, effective disciplinary action
against offenders will be necessary. Obviously it is better that we all
.mrk together io develope a common sense of financial responsibility.

Heretofore we have been able to accomplish the mission assipnoed us
because the smount of money available to the Agency has been far in excess
of the amount recquired to ei‘ficiantly carry outl our responsibility tut
the period of having ample funds is fast drawing to & close. The budgst
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year vgxiah imposes on us the resronsibility of requiring that every dollar
" spent pay its woy.

In addition to stronger ﬂ‘acat controls 1t is esmential tha’ manage-
ment be provided with s sound fisce! reporting myptem. Wo real =oxecutive
can perform his duties efficlently unless thqm is prepared for him at
least monthly conciss operating financial mpm*ta showing by rroiscts and
operational functions the funds mthurize&; the smounte oblipgated and svail-
able balances.

To halp improve conditions the Comptroller of the Agency has a group
of technieians now working on procedures to provide a good contrsl over
funds., He is also daveloping a program analysis and report unit which
when vroperly commlasted should he able to furnish to mansgement at all
levels pood fiseal reports highlighting places whare ::aasi’ble wazte of
funds 18 in evidence. ™1t that is not the wholo snswer, 211 igency
personnel mast become cost consclous.

There is one other falt to be found in our operations., It tskes too
long to make desirsble changes. The "manana” habit is all to pravelent.

In elosing may I repeat)a regard for funds ie required of a1l Agency
persomel and fallare to MIT{11 our responsibility in sich mattars re~
flects as seriously on cur comwpetence snd judgment ey individuals as does
the success or fallure of an operation for which we may bs resvonsille.

Tue to the nature of our work we may expect a sabstantial paréentags of
operstional failures. However, we can never justify actuszl administrative
negligence. ¥Yor our own protection as individuals woe cannet dodpe this
responsibility for protection of Agency funds, In justice to the Uirector,
to the Agpency, and to oursslves we mst see that the purvyoses for which

we spend dcliars make sense.
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